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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In tka Matter ofi 

NOTICE OF INTENT OF KENTUCKY-AMERICAN ) 
WATER COMPANY TO FILE AN APPLICATION ) CASE NO. 94-197 
FOR AN INCREASE IN RATES ) 

ORDER 

On November 29, 1994, Kentucky-American Water Company 

("Kentucky-Americanrr), the Lexington-Fayette Urban County 

Qovarnmnnt, tho Attorney Qeneral's Utility and Rate Intervention 

Divioion, and Chetan Talwalker, parties to this proceeding, filed 

a Stipulation and Recommendation (ltStipulation") proposing to 

concluda the cam with various agreed conditions. The Commission 

in an Order antered January 25, 1995 accepted the conditione of the 

Stipulation with the exception of the underground leak adjustment 

policy. On January 30, 1995, the parties filed a petition to 

oithar withdraw from the Stipulation or be granted rehearing on the 

underground leak detection policy. Subsequently on February 9, 

1995, the parties filed another petition amending their request for 

rohoaring on the underground leak detection policy. 

In tho original leak detection policy, the parties proposed to 

roliavo residential customers of 75 percent of the charge for water 

resulting from undetected underground leaks. The Commission found 

thio policy contrary to KRS 278.160, which prohibits a utility from 

charging, collecting, or receiving from any person less 

componeation for eervico rendered than prescribed in its tariffs 

and further in violation of KRS 278.170, which prohibits any 



unreasonable preference or advantage to any person. Moreover, the 

Commission stated that the proposed leak policy would not encourage 

wise uoe of water. 

The parties in the February 9, 1995 petition offered a 

different approach to the underground leak adjustment policy. 

First, the parties identified certain costs of water lost in 

undetected leaks and the trip charges associated with the repair. 

These costs wera then divided by the projected number of leaks to 

arrive at a cost per 1,000 gallons of water lost. Second, the 

policy was extended to commercial customers. The parties in the 

February 9, 1995 petition stated that industrial customers were not 

included as none had reported any undetected leaks and as monthly 

billing promoted more current detection. 

The figures derived for the underground leak adjustment set 

forth in the February 9 petition appear low. However, the revised 

policy is more compatible with the statutory requirements of KRS 

278.160 and 278.170 and having been presented as a stipulation of 

the parties, should be approved as a temporary measure pending 

review in Kentucky-American's next rate case. 

IT IS THEREFORE ORDERED that: 

1. The amended petition for rehearing filed by the parties 

is granted. 

2. Ordering Paragraph 3 of the Commission's January 25, 1995 

Order is vacated. 
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3. The underground leak adjustment poliay eat forth in 

Kentucky-American's proposed tariff, filad on February 9, 1995, in 

Appendix A is hereby adopted and approved. 

4. Kentucky-American shall file a revieed tariff eattlng 

forth the rate and conditions containod in Appendix A within 30 

days from the dato of this Ordor. 

Done at Frankfort, Kentucky, this 15th day of P a b r y ,  1995. 

PUBLIC BERVICE COMMI8f3JON 

ATTEST: 

Executive Director 



KENTUCKY-AMERICAN WATER COMPANY P.8.C. UY. NO. 6 
ORIQINAL SUEET NO. 6 5  
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RIDDEN LEAX ADJUS'l7tENT RATE TARIFF 

Applicablo to cumtomarm in tho City of Laxington. Fayatta 
County, Kentucky, and contiguoum tarritory tharato. 

Available for Raridantial Urd Commarcial oumtomarr. 

B a a i I  

A aharga of 8.1110 par 1000 gallon8 will ha appliad to all 
watar umaga datarminad to ba tha ramult ef a hiddmn 
undarground lank. - 
A hiddon undarground lank i m  dafinad am a laak in ths ourtomar 
marvioa lina batwaan tha matar and tha pramirar. Plddan 
undmrground laak adjumtmants will bo grurtad to raridantial 
and canrmaraial cumtomarm. Tha cumtomar murt provide a 
plumbar'm mtatamant or limt of mtarialm rhowing that tha laak 
ha8 baan rapairad. Aftar varifioation of rapairr by tha Watmr 
Company, tha bill will bo adjustad by a m a r i n g  tha uragm 
during the laak billing pariod to tha avaraga U8.g. for tha 
pamt mix billing pariodm. A raaoonnbla amtimatm will ba urad 
In oamam whon mix prior pariodn of infornution do not oxiat. 
Tho oxcamm uaaga will ba billad at tha rata mpaoifiad abova. 
During tha lifatima of a watar rarviaa lina Only two la& 
adjumtmonta will ba parmittad. Eaoh adjustmant may oovar a 
nuximum of two billing pariodm. Bafora a third adjurtmrnt aan 
be conmidared, tha antira watar morviam lina from tha matar 
box to tho praminam mumt ba raplacad. Plamtio pipa for rmpair 
of undarground watar aarvica linam mumt bo amrtifiad to 
withatand a working prammura of 160 poundn par mquara inoh or 
groator. 

- 
Iarrued: Effective: 

Iaauod By: 
R. W. Mundy, V i c a  Pramidant 
2300 Richmond Road 
Laxington, Kantucky 40501 

EXHIDIT A 


